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Dear Applicant:

lication for exemption frim Federal

We have considered your apg
ation described in section S01(c) (3) of the

income tax as an organiz
Internal Revenue Code.

The information submitted discloses that YOU were incorporated on
in the state of .
Article 2 of vour bylaws states that "The primary purpose of this

Corporation shall be the promotion and cdevelopment of art and
artists b

. advance
, ith, and supporting, : artists;
with the comnunity to promote all forms of art,

: : as support the community in exposure to, and
appreciation of, the arts; E

(c) educating artists in business and financial skills;

(d) providing affordable art to the community while allowing artists
within varicus disciplines to gain valuable experience;

(e} providing facilities Lo expose various forms of art and
rerformance.

Per your application, Form 1023 your sources of financia: support
for the organization are produced by sponsoring cultural events, the
sale of membership and advertisements to the magazine and preprinted
inserts in the newsletter, and commercial sale of the' magasine,

According to your application Form 1023 and your le;ter'dated’
#your organization's functions are commercial in natupr®®
Also, your agreement for exhibition between“ and
artist states in part as follows:

be disbursed in the followi mann to the artist;

curator of artist’s works; to corporated. Thi

extends 1l Works sold a direct result of the
, including Works sold directlilthrough

% to
greement

“In the event that work(s) are sold, t revenue from saisala will

udio no isplayed in the 2 will not allow
Works to be remcved from the NN 23S a2 cesult of sale withour

B e i




B

L

iiggigtnof purchase from buyer, and without the written consent of
ist, '

gectlgn ?@l(c)(B) of ghe I?ts nal Revenue Code describes certain
Jrganizations exempt from income tax under section 501 (a re:
in part as follows: (2) and reads

..."(3) Corporations, and any community chest, fund, or foundation
organlze@ and operated exclusively for religious, charitable,
Sclentific, testing for public safety, literary, or educational
Purposes, or to foster national or international amateur sportg
competion (but only if no art of its activities involve the

: @ties Or equipment), or for the
Prevention of cruelty to ch

: ) it of any private shareholder
or individual, no substantial part of th i i i

carrying on legislation, (except as otherwise provided in subsection

(h), and which does not Earticxpace in, or intervene "in (includin
the publishing or distri ution of statement),

an olitical campaian
on behalf of any candidate for publie office.n L pats

Section 1.501(c) (3)-2(d) (1) (i1) of the Income Tax Regulations
Provides that an organization is not organized or operated
exclusively for eéxempl purposes unless it serves a public rather
than a private PUurpose. To meet thia requirement, it ig necessary
for an organization te establish that it is not organized or
cperated for the benefit of private interests.

Rev. Rul. 71-395, 1871-2 C.B. 228, describes a cooperative art
gallery formed and operated by a group of artists for the purpose of
exhibiting and selling their works. The gallery was open to the
public six days a week. No admission was charged. Works of member
artists were exhibited and offered for sale. The gallery retained a
commission from sales and rentals sufficient ¢

© cover the cogt of
operating the gallery. This gallery was engaged in showing and
selling oan the works of its own members and was a vehicle for
e

advancing their careers and promoting the sale of their work. It
thus served the private purposes of its members, even though‘:ne‘
exhibition and sale of printings may be an educational activity in

other respects, It did not qualify for tax exemption under IRC
501{c) (3).

Rev. Rul. 76-152, 197§-1 C.B. 151, also described an art gallery
open to the public, It was organized by a group of art patrons and
not members. The organization selected modern art work of local '
artists for exhibit at its galler¥ and for possible sale, the artist
setting the sales price. The artists had no control Over the
organization or its selection process. The organization retained a
ten percent commission on sales which were substantially less thanh
customary commercial charges and not sufficient to recove;‘the cost
of operating the gallery. This organization was also denied




(3) Organization ag the major activicy of
the ; ihterestg of those artigeg
Y Percent of all
tists, syeh
Ot incidental. This
did not centrol the

Better B Bug =279 {1945), helg
EHAT the : SUBSEantia] in
3) of the Code

exempt

¢

All of the Preceding Code section, i ection, Revenue
Rulings and court case describe the i la under which an
Organization may be exempt under secti <) (3) of the Internal
Revenue Code, They also describe the basig for which Organizations
were denied éxemption becauge of private benefit to either memberg
Or other third parties.

and the @n?oymatioa in the case file wa conalude
YOU are engaged in activitieg which are financially beneficial
Lo private interests other than incidentally,

(]

; You are operating for the pr te 3 rests ofmindividuals,
the operacion of which ig prohibitad by Regs. Sectior
1,501(0)(3)~1(d)(1)(ii). As such you do not qualify for rax
exgmption 88 an organization described in section 501 (c) (3) of the
Code,

If you are in agreement with thig Proposged determinacion, We regquesgt
that you sign and Teturn the enclosed agreement Form 6018, pleasge

note the instruction for signing on the reverse side of thig form,

If you are n cement with thig proposed determination, we
recommend th quest a hearing with our office of Regional
Director of a P - Your request for a hearing should include a
written appea? giving the facts, law, and any other lnfqrma;lon to
Support vour position ag explained in the enclosed Publx;atlon 892,
Your wil{ then be contacted to ar

€asing may be held i

or, 1{ you re uest,

self-addresse

If we do not hear from you within 30 days from the @ate_of thig
letter, and you do S Proposed determination in a
timely manner, i > b : nal Revenue Service
as a failure to exhaust available administrative remedies and will
then become our final determination, Section 7428(b)§2) of the
Internal Revenue Code provides in part that, @=a declg:atcry‘ ‘
judgement or decree under this section shall not be issued in any




Proceeding unless the Tax Court, the Court of Claims, or the
istrict court of the United Stat

g Columbia

23 for the District o
etermines that the organization involved has exhauste
administrative-remed

ies available to it within the Internal Revenue
Service, n ) &

Sincerely yours,




